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Course Outline

• Book categorizes the decisions in five main 
streams : 
– Forecasting 
– Designing logistics networks  ch.3 
– Managing inventories 
– Warehouse management 
– Planning and controlling  
   long-haul   ch.6 
   short-haul transportation ch.7
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Designing the Logistics Network

• May involve 
– Determining the number of facilities (retailers, 

distirbution centers, warehouses etc) 
– Determining the location of each facility 
– Determining the size of each facility 
– Allocations 
– Transport modes 
– Etc.
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Different types of facilities

• Manufacturing plants 
• Distribution centers (DCs) 
– Reducing lead times 
– Increasing product availability 
– Economies pf scale through consolidation 
– Level of support for emergency orders 
– Consolidation point for reverse logistics 

• Retailers
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Applications in 3 levels
• Strategic level (Not easy to undone) 
– Airport 
– Metro system 
– Major manufacturing facility 

• Tactical level (Should be good for 5 to 10 years) 
– Warehose 
– McDonalds 
– Buslines 

• Operational level 
– Post boxes 
– Transfer points for trucks
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Logistics Network Design

• Objectives and criteria vary depending on the 
sector and on the type of facilities (DCs, plants, etc) 

• Criteria 
– Location availability 
– Cost 
– Accessibility 
– Coverage 
– Market share 
– Anti-accessibility (dump sites, bomb testing)

29



Location Problems

• Suggest and identify options for 
– Number 
– Location 
– Size of facilities 
– Allocation of demands (supplies) to facilities
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Classification of Location Problems
• Time 

– Single period 
– Multiple period 

• Facility Topology 
– Single type (homogenous) 
– Multi-type 

• Material 
– Single commodity 
– Multi commodity 

• Interaction Among Facilities 
– Allowed 
– Not allowed

• Dominant material flow 
– Single echelon (either the 

material flow coming out or 
entering the facility is negligible) 

– Multi-echelon (both inbound 
and outbound traffic is valid) 

• Demand divisibility 
– Single allocation (each facility or 

customer be supplied by a single 
center) indivisible demand 

– Multi-allocation (may be served  
by > 1 denters) divisible demand 
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Single Echelon Single Commodity 
Location Models
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